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CIVIL AERONAUTICS BOARD
Elimination of registration and reporting requirements for air freight forwarders
and cooperative shippers associations were recently proposed by the Board (see
the 4/6/81 Fed. Reg., pp. 20563-66). The proposal would also merge those two
categories into one: indirect cargo air carriers and eliminate the airway
bill and manifest requirements for the indirect carriers. Under current rules,
a one-time registration with the Board is required as well as annual reports
of operations. The proposal would apply only to U.S. citizen carriers and not
to foreign indirect carriers. Comments are requested by 6/5/81. For additional
information contact Joseph Brooks at 202/673-5442.

GENERAL ACCOUNTING OFFICE
"Weak Internal Controls Make the Department of Labor and Selected CETA Grantees
Vulnerable to Fraud, Waste, and Abuse," is the title of a 3/27/81 GAO Report
to the Congress. The Report states that in fiscal 1980, the Labor Department
spent approximately $8 billion for CETA programs and GAO found weaknesses in
internal controls at Labor headquarters, four regional offices, and nine CETA
grantees resulting in "intentional abuse and nonintentional misuse of Federal
funds." In one instance, the Report criticizes Labor officials for not suffi
ciently monitoring CETA grantee programs and activities, especially in terms
of (1) verifying internal controls, (2) ensuring that required audits are per
formed, and (3) ensuring that funds disbursed to grantees are spent in accor
dance with CETA legislation. Copies of the Report, AFMD-81-46 are available from
the GAO, at 202/275-6241.
Legislation intended to strengthen the internal accounting and administrative con
trols maintained by Federal agencies was recently introduced by Sen. Thomas
Eagleton (D-MO). The "Financial Integrity Act of 1981," S. 864, provides that
the head of each agency would be required by December 31 of each year, beginning
12/82, to report on the adequacy of the agency’s systems of internal accounting
and administrati v e control. GAO and CMB are required to establish the format
for such reports and to provide guidelines for performing control evaluations.
The agency heads would be required to certify that the agency's internal accounting
and administrative control systems provided reasonable assurances that the ob
jectives of internal accounting and administrative control, as specified in
the legislation, were achieved. Any material weakness which prevent the agency
head from expressing an unqualified opinion that those objectives were achieved
must be identified and the plans and schedule for remedying those material
weaknesses described in detail. Sen. Eagleton states that he is under no illusion
that imposing these reporting requirements on agency heads will solve the pro
blems of fraud and waste in our government, but that enacting this legislation
would reflect recognition by the Congress that "internal controls are too
important to be left to the accountants and auditors." This legislation is
identical to S. 3026 introduced by Sen. Eagleton in the 96th Congress. Co
sponsors of S. 864 at the time of introduction include Senators Percy (R-IL),
Mathias (R-MD), Roth (R-DE), Chiles (D-FL), Sasser (D-1N), Pryor (D-AR), Levin
(D-MI), and Sarbanes (D-MD).
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SECURITIES AND EXCHANGE COMMISSION
The nomination of John S.R. Shad to be a Commissioner of the SEC (Chairman-designee)
was confirmed by the Senate on 4/8/81. Prior to the Senate vote, Mr. Shad
appeared before the Senate Banking Committee on 4/6/81, which considered his
nomination. Chairman Jake G a m (R-UT) opened the hearing by reaffirming the
understanding that Shad would serve approximately two months of the remaining
term of former SEC Chairman Harold Williams, then on 6/5/81, begin to serve
a full five-year term, effective upon expiration of Commissioner Stephen Friedman’s
term. Commissioner Friedman had been serving the unexpired portion of former
SEC Commissioner Roberta Karmel. He announced recently that he did not intend
to seek reappointment. The two other Senators present at the Banking Committee
hearing, Alphonse D'Amato (R-NY), Chairman, Securities Subcommittee, and Paul
Sarbanes (D-MD), ranking minority member, Securities Subcommittee, generally
praised Shad’s nomination and asked questions which addressed the following
areas: Foreign Corrupt Practices Act of 1977; simplification of registration
statements; SEC transition team report; national market system; codification of
the securities laws; tender offers; the SEC’s Market Oversight Surveillance
System (MOSS); Rule 2 (e); and, money market funds. Shad's formal swearing-in
ceremony has not been scheduled, but he is expected to assume the duties as SEC
Chairman in late April.
1,152 missing, lost, counterfeit or stolen securities certificates, valued at over
$31 million, were identified and traced through the SEC's Lost and Stolen
Securities Program during 1980, according to statistics released on 4/7/81.
The release stated that more than 99% of all inquiries to the computerized
data base were validated, assuring the inquiring institution that the certifi
cates in question were authentic and not stolen. While the total number of
inquiries , according to the SEC, went down in 1980 when compared to the previous
yea r, the total number of certificates reported as missing, lost, counterfeit
or stolen in 1980, increased to 286,767 certificates, valued by reporting in
stitutions at more than $1.2 billion.

TREASURY, DEPARTMENT OF
Revenue Procedure 80-55, which w o
u ld have disallowed the deduction for interest
paid by commercial banks on certain deposits of State and local government funds
secured by pledges of tax-exempt obligations is being withdrawn, according to
IRS news release IR-81-42, dated 4/8/81. Rev. Proc. 80-55, issued 12/15/80,
was due to apply to deposits banks received after 5/31/81 and could have cost
banks billions of dollars in taxes. Speaking at a 4/8/81 hearing held by the
House Ways and Means Subcommittee on Select Revenue Measures, John Chapoton,
Assistant Treasury Secretary for tax policy, said, "Revenue Procedure 80-55
failed to give adequate consideration to the basic treatment accorded bank
deposits under the long-standing administrative interpretation of (tax code)
Section 265(2)." Mr. Chapoton also said that the position of Treasury and IRS
"has been and continues to be that banks have not been granted an absolute
exemption from Section 265(2)." The IRS and Treasury Department also indicated
in the 4/8/81 news release that they intend to study closely the extent to
which banks should be treated differently from other taxpayers under Section 265
(2) and, depending on the conclusions of this study, legislative changes may
be proposed.
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Public hearings will be held 4/30/81 in Philadelphia, Dallas, St. Louis and Los
Angeles to receive comments and suggestions on ways to improve Federal tax
forms, instructions and related schedules. The announcement came in a news
release IR-81-40 on 4/6/81, from the IRS, which indicated that the hearings
are part of an annual review of its forms. The hearing panels will be com
prised of representatives from the local IRS district directors’ offices
and the IRS national office in Washington, D.C. Persons interested in pre
senting oral comments should contact the IRS office in one of the cities where
the hearings will be held by 4/22/81. Persons unable to attend the hearing
may submit written comments by 6/1/81 to the Chairman of the Tax Forms
Coordinating Committee, Room 5577, Internal Revenue Service, 1111 Constitution
Ave., N.W., Washington, D.C. 20224.
"Implementing Indexation of Tax Laws," is the title of AICPA Statement of Tax Policy
No. 9, which was sent on 4/6/81, to all U.S. Congressmen and Senators by the
Institute's Federal Tax Division. Statement of Tax Policy NO. 9 is a follow-up
to "Indexation of the Tax Laws for Inflation," Statement of Tax Policy No.6, issued
last year. Policy Statement No. 9 makes seven specific recommendations, including
one that individual tax brackets and fixed dollar allowances, such as deductions,
credits and exemptions should be indexed. Other recommendations deal with
corporate tax brackets, estate and gift tax brackets and asset basis. The study
also recommends that one readily accepted index should be consistently used
as the measure of inflation. Copies of Policy Statement No. 9 may be obtained
by contacting the AICPA's Order Department at 212/575-6426.
The IRS revised budget request for fiscal year 1982 was presented to the Treasury,
Postal Service and General Government Subcommittee, House Committee on Appro
priations, by IRS Commissioner Roscoe Egger, Jr., on 4/7/81.
It provides for
average employment of 88,000 and some $2,566 billion and represents a cut of
3500 jobs and $83 million from the budget request originally submitted in January.
In his prepared remarks, Commissioner Egger stated that while staff reductions
total approximately 4% from earlier requested levels, the budget will allow
maintenance of "essential enforcement efforts." He also indicated that the IRS
is "providing for significantly expanded efforts to deal with withholding
abuse." He noted that the Taxpayer Service program will be reduced, but that
the IRS expected to help the same number of taxpayers this year by concentrating
on telephone assistance.
In conclusion, Commissioner Egger stated that:
"Within
the resources requested, we have carefully established priorities which stress
the mix of programs we believe will do the most to continue present levels
of voluntary compliance with the tax laws."

A further postponement in the effective date for proposed regulations under section
7701(a)(3) of the Code has been announced recently by the IRS (see press release
IR-81-41). The proposal under 7701 (a) (3) provides that an entity may not be
classified as a partnership for Federal tax purposes unless some member of the
entity is personally liable for debts of or claims against the entity. Under
the original notice, entities beginning business after 11/17/80, would be sub
ject to the proposed rules for their first tax year beginning after 1980, while
entities beginning business on or before that date would not be subject to the
proposed rules until their first tax year beginning after 1982. The IRS an
nounced on 12/29/80, that entities beginning business after 11/17/80, but on
or before 3/31/81, would qualify for the longer transition period. Under the
new change, an entity beginning business on or before 9/20/81, would qualify
for the longer transition period and not be subject to the proposed rules until
its first tax year beginning after 1982.
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SPECIAL:

SINGLE AUDIT/FEDERALLY ASSISTED PROGRAMS CONFERENCE SCHEDULED FOR MAY

"The Single Audit Concept and Other Current Developments Relating to Audits of
Federally Assisted Programs," will be addressed at the AICPA's national con
ference on 5/18-20/81, in Washington, D.C. Luncheon speaker on the first day
will be Senator James R. Sasser (D-TN), former Chairman, Subcom mittee on Inter
governmental Relations, Committee on Governmental Affairs, and the author of
S. 45, the Federal Assistance Reform Act of 1981. On Tuesday, 5/19/81, Session
No. 5 will deal with Revision to the GA O ’s Standards for Audits and Auditor's
Responsibilities for Detecting and Reporting Fraud and Abuse. Luncheon speaker
for that day will be R.K. Mautz, Professor, University of Michigan, and Chair
man of the Organization Committee on the Government Accounting Standards Board.
Registration fee is $195 and covers all sessions, conference materials, two
luncheons, coffee breaks and a reception. The fee also covers the visit to
the Federal Agencies on 5/20/81. Hotel accommodations at the Twin Bridges
Marriott and other meals are not included. For additional information write
or call the AICPA, Meetings Department, 1211 Avenue of the Americas, N.Y., N.Y.
10036, (212)575-6451.

SPECIAL:

SENATOR BAUCUS INTRODUCES LEGISLATION TO RELIEVE FINANCIAL BURDENS ON
TAXPAYERS

The "Taxpayer Protection and Reimbursement A c t ," S. 752, introduced recently by
Sen. Max Baucus (D-MT) seeks to amend the Code to provide for the reimburse
ment of private parties who prevail in litigation against the IRS. This leg
islation is unique because for the first time it addresses particular problems
related to Tax Court cases.
In particular, litigation costs have been expanded
to include fees and expenses of attorneys, accountants and other experts incurred
in civil tax proceedings.
Reimbursement of litigation costs would now be
available to plaintiffs as well as defendants in cases against the U.S. Tax
payers may be reimbursed up to $20,000 by the Tax Court for incurred court costs.
The bill applies to Tax Court cases begun after 12/31/79 and before 1/1/90.
Co-sponsors of S. 752 include Senators Long (D-LA), Goldwater (R-AZ), Leahy (D-VT)
and Williams (D-NJ).
In a related matter, Sen. Baucus has introduced S. 850, the "Taxpayers' Bill
of Rights." The legislation provides that the IRS: improve its taxpayer ser
vice programs; establish an independent Office of Ombudsman; establish an
administrative appeal procedure for contested collection cases; issue rulemaking
within 18 months after the legislation is passed; eliminate the requirement
that taxpayers file declarations of estimated tax and raise the amount of tax
before estimated tax payments are required from $100 to $300; and, allow small
businesses to issue W-2 forms once a year.
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For additional information contact: Jim Kovakas,
Gina Rosasco, Nick Nichols, or Kathee Baker
at 202/872-8190
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